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BACKGROUND

Gl Corcular A 123 defines managamont's respensibility Far infernal control in Federal
agoncies and provides guidarca to managers on improving the sccountability and
cficcliveness of Faderal progracs and ooeomions by establishing,  8$$essing,
correcling, and reporing on imteinal contral. Tunng BY 2005 OME fzsusd an appende
to Circulan A-123, efective FY 2006, ta strongthen the requirements for the process -
rmanagEment usss to asswss docamznn and reporl on the internal nontrol over
“nancial reporting. Anpendix A alsh emphasizes ihe newd for agencies to integrale ard
cootdinate ntomal cortral assessnanis with other internal control-relzted activities

OBJECTIVE, SCOPE, AND METHUDGLOGY

The objechwe for our audit was te etormine whether (5534 has effectively fmplernanted
poficies and procedunss 1o comgly wath 1he reguiremaenls of (MMB Gircular A-1235,
Appendis A

0 accomzlish au” ojeotives we

»  Compared GEA Dircchive wils SE Carculan A-123, Appendix A.

v Attendod plarmng mectings awd fianiong ssssions for Fy O7F intermal cantrol
testing.

e Clbserved internal crnfre tesling conducted by GSA in Region 3 and the Greater
Southwest Finanoo Lenlet.




The audit was conducted from November 2006 through March 2007, and was
performed in accordance with generally accepted government auditing standards.

RESULTS OF REVIEW

Based upon our observations, GSA has effectively implemented policies and
procedures to comply with the requirements of OMB Circular A-123, Appendix A. In FY
2005 GSA established a Senior Assessment Team (SAT), which is tasked with
providing leadership, oversight, and accountability for GSA’s internal controls over
financial reporting, as recommended in the new requirements of Appendix A. The
assessment of the agency’s internal controls over financial reporting is performed by
GSA's project team in conjunction with Cotton & Company, a contractor hired to assist
in the internal control testing. The project team conducts internal control testing on a
rotational basis with all regions being tested over a three-year timeframe and finance
centers tested annually. Such testing includes evaluating controls at the process level,
entity level, and transaction level as required by Appendix A. The results of these
assessments are reported to the SAT. The SAT then recommends the level of
assurance the Administrator should provide on the internal controls over financial
reporting. Furthermore, GSA incorporates the results of the A-123 reviews into the
Federal Managers’ Financial Integrity Act (FMFIA) assurance statement process and is
testing a database for internal control reviews.

While our review found that GSA has adequately implemented the requirements of
OMB Circular A-123, Appendix A, and this report contains no formal findings or
recommendations, there is an issue we feel may warrant management’s attention.
Specifically, it appears that it would be difficult to ascertain the validity of the assurance
statements submitted as part of the FMFIA process by those regions not included in the
annual A-123 reviews. This results in a low level of confidence in the assurance
statements submitted by those regions that were not reviewed as part of the A-123
internal control testing for that year. We believe this issue should be followed up on
during our annual FMFIA review and we are willing to meet with OCFO management on
this issue to determine a proper course of action.

We wish to thank the Office of the Chief Financial Officer and regional personnel for the
assistance and courtesies extended to us during this review. This report does not
require a response, however, should you or your staff have any questions, please
contact me on (202) 501-0006.

Anthony W. Mitchell
Audit Manager
Finance and Administrative Audit Office (JA-F)
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